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November 18, 1975 AM

NEW YORK CITY: Draft of Possible Announcement .

For the past eight monthiyofficials of New Xork havé
been working to find ways that they could overcome the
financial difficulties of New York City.

My position from the beginning has been that American
v ~the -
taxpayers should not be saddled with/responsibility for
paying &® New York City's bllls especially in view of the® <7 ®
wed shate officinls

.(uﬁwiIIIﬁﬁﬁégé to take tough, decisive actions on their own --
the kind of actions that had been sadly lacking in previous
years.

I have said repeatedly that the Federal Government
should not bail out the City of New York. Neither‘New York
City nocr any other city should ever become a permanent vard
of the Federal Government. I have been steadfastly O)pus s}
to a bailout, and I remain opposed to it today.

Six months ago and again two months ago, the
representatives of New York met with me and insisted that
the Federal Government should intervene quickly and in a
massive way, claiming that they had exhausted their own

resources. mQVBQ/QFéQEEié:

- The% malnta'

N

egl there was no posgibilyty for them
‘6"“\ ov k- G cover 14 C{ﬁj‘ ole)[)c\I

-- They maintainéd there was no possibili

labor
renegotiatifng City/contracts which wexe plainly

excessive;
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The only option, they said, was for'Washington to step

in with a huge assistance program -- a program that inevitablf
would havé continued for years to come.
I couid not agree to those terms. I could see no

reason why fhe working people in communities across the
nation
reungxy should be forced to pay for a level of extravagence
that they could not afford in their own home towns. I also
did not want to be party to any plan that would erode the
+ basic idea that cities should govern themselves -- that |
Washington should not make all the decisions and pay all the
bills. Whét mattered then and what matters now is whether

<
New York officials are willing to taiees=tFE=Seud—ir solvigz/,

their own'problems.

And today, Eter—micisowimmemeehingy—iabol kaual they

s Sl cppeav e<kly do ssfee thels cwe

pro blears .

In the last few weeks,.we have seen a new spirit develop
in New York -- a "can do" spirit that was once the pride of
the city and is now resurfacing. They are finally facing

up to realities. They have rediscovered the backbone upon

. which so much-of this country's greatness was built.
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In September, the New York State Legislature passed a
"plan thaﬁ would temporarily tide the city over through
December. Yet, that was not enough. It was only a temporary
bandaid, and everyone knew it. Thus, I continued to receive
urgent pleas for a Federal bailout.

Before the National Press Club on October 29th, I
indicated that I am fundamentally opposed to a Federal
bailout and that I was prepared to veto ény bill that had
as its purpose a Federal bailout of New York City to
pravent default. A bailout would reduce, rather than
.increase, the prospects that the City's budget would ever
be balanced. New York City &fficials have proved in the
past that they could not face up to the City's massive
network of pressure groups so long as any other alternative

was available. A bailout would encourage the continuation

of "polities as usual" in New York -- which is precisely
not the way to solve the problem. b) éz E 7
“= I indicated that _

/e primary be beneficiaries ould be the New York
officials who would thus escape responsibility for their
past follies and be further excused from making the hard

decisions required now to restore the City's fiscal

integrity, The secondary beneficiaries would be the
major holders of New York City obligations -- large investors

and financial institutions.



) 1egislation_providing the Federal Courts with sufficient

authority to preside over an orderl reor anlzatlon of
Y P Y %g /e fee o
the City's financial affairs -- should that=teeome—eceswry .

The Federal Court would be authorized to work out an
arrangement with the City creditors to postpone their debts
and file a good faith plan for placing the fiscal affairs
of the City on a sound basis.

I algo indicated that the Federal governmen} in the
event of defaulE/would work with the Court to assure that
-essential sérvices for the protection of life and property

in New YorR-aseé maintained.

Quite frankly, it was my conviction then, that New
York City leaders lacked the political courage and w1ii6;

B corne P 22 e '
take @Bk difficult steps ; thg--spending,

WWM/
—PpOstponing payments on-their—dsbt, and renegotiating labor

(/hnless and unti%{ the City went into bankruptcy and came
under the jurisdiction of a Federal court.
(1 must admit I have been aEesreemremnitly surprised by ="t
uuf ©Of the OfflClalS of New York >
lllngnesu o0 act without Having been required to do
s0 by a Federal judge. In effect, they appear to be w==¥
on the road to achieving the same results which weset

( ordinarily could have come about only through a bankruptcy

proceeding.



5 "

Now &R the eleventh hour) - bt

—to temporarily stave off default- arewabeut to explre the

officials of New York have come together in a concerted, all-
out effort to put the city's finances on a sound basis --
M&M -
‘exactly what we have been asis ; o all along.
The outlines of their plan were first presented to my
Administration last week. Since then, many additional detailg

have been hammered out so that all of us have a better axff

ostpore—paymerts O their debts and reduce their
interest payments.

7w
Shese, for the first time, require municipal emplcyees

to bear part of the cost of their pension contributions
and make-other fundamental changes in their extraordinarily
‘(iye pension plans.

Four, make further and significant cuts in the costs
of running the city through personnel reductions, welfare

payments and other economies.

And five, the City pension system is to provide

additional loans of up to $2.5 lion to the City.
refwhe?P Fo Goo— é? °&¢<4heec£gé

All of these ste TSI, are pre01sely what
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out of the.question only a few months ago.
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CEEES a tough constructive program, and the leaders

of New York, 1nclud1ng the Governor, the ngor, and the public-

. spirited citizens who have served so ably on the‘State's

Emergency Financial Control Board and in'other capacities are

to be commended for their efforts. vein {L'pg,; courll fo gdﬂ,é

€
New York, they are saying, hasgk oneJ:;!!&%tﬁﬂﬂrﬁﬁuig____
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.("Eédﬁﬁézgggdo originally. New York will take care of all

T« adlzbts

~of its old debts without a Federal bailout. what®® are

asking @ the Federal Government/ to do now is to assist
(Sav}

gip(onlysin’a single, narrow area -- to help @ on a short-

" term basis in providing essential services to the eight

million Americans who live in the nation's largest city.
calculate that Lheyi

during
'will still have insufficient revenuEEZEﬁ”%EE’next few months
to pay for day~to-day operating expenses. In effect, because

their heavy tax receipts come latexr in the yeaE/they need to

borrow funds to maintain essential services in the City from
they promlse =Y

December throu p April. e

However, we must remember‘that proposals are not results.
\/’_—_‘% .

* oy
'Polltlcal courage can fail at tﬁéYﬁgﬁénEK;.__n el
say tameeeser to the officials of New York, that I intend to '
support their program, if they succeed. But I ask in return,

that they support my legislation for an orderly resolution

T ———
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f?i}g _-of-New York—€ity's financial problems, should they fail.
/ o Thet '

To-iese=mend, I will submit legislation to the Congress
asking for authority to provide a temporary line of credit
of up to §_ billion to the State of New Ybrk to enable it
to supply the seasonal financing of essential services for
New York City. Money would be lent to the State during the
period of City revenue shortfall over the next few months
and would be repaid to the Federal Government during April,
May and: June. If New York continues to act affirmatively,

I believe we can say with reasonable confidence that all
"Federal loans will be reapid in full with interest.

The officials of New York -- including the Governor,
the Mayor, the banks and others -- have already provided me
with written assurances that they will carry out their program.

To- guarantee that performance, the legislation I would
propose would require that the assistance provided by the

Federal Government be swiftly terminated upon a failure by

New York to live up to its obligations.



However, @M must remember that proposals are not resaltse Political courage
can fail at the last momente
Therefore, I say to the officials of New York tonights if and when you have MMM
passed the necessary legislatiom and put into of fect the other parts of your
proposaly then I will give favorable consideration to apprqving & short=term
M0N0 line of crediy to provide essemtial services to the people of New York
City during periods of flgctuation in revenue collectione

Because the Congress may be out of Washington at the crucial timeg

Bt i

o e LUt e,
) - ew York @A carry out what it propos&Scee

and

(PICK UP ooee"I will submit legislation Ao )
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DRAFT ANNOUNCEMENT ON
NEW YORK CITY

For the past eight months, officials of New York have been working
to find ways that they could overcome the financial difficulties of New York
City.

My position from the beginning has been that American taxpayers should
not be saddled with the responsibility for paying New York City's bills,
especially in view of the city and state officials' unwillingness to take tough,
decisive actions on their own -- the kind of actions that had been sadly lacking
in previous years.

I have said repeatedly that the Federal Government should not bail out
the City of New York, Neither New York City nor any other city should ever
become a permanent ward of the Federal Government., I have been steadfastly
opposed to a bailout, and I remain opposed to it today.

Si::‘c months ago aqd again two months ago, the representatives of New
York met with me and insisted that the Federal Government should intervene
quickly and in a massive way, claiming that they had exhausted their own
resources.

The only option, they said, was for Washington to step in with a huge
assistance program -- a program that inevitably would have continued for _
years to come.

I could not agree to those terms. I could see no reason why the working
people in communities across the nation should be forced to pay for a level of
extravagence that they could not afford in their own home towns. I also did

not want to be party to any plan that would erode the basic idea that cities
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should govern themselves -- that Washington should not make all the
decisions and pay all the bills, What mattered then and what matters now is
whether New York officials are willing to solve their own problems.

And today, they finally appear ready to solve their own problems.

In the last few weeks, we have seen a new spirit develop in New York --

a '"can do'' spirit that was once the pride of the city and is now resurfacing.
They are finally facing up to realities. They have rediscovered the backbone
upon which so much of this country's greatness was built.

In September, the New York State Legislature passed a plan that would
temporarily tide the city over through December., Yet, that was not enough, It
was only a temporary bandaid, and everyone knew it. Thus, I continued to
receive urgent pleas for a Federal bailout.

Before the National Press Club on October 29th, I indicated thatI am
fundamentally opposed to a Federal bailout of New York City to prevent default.
A bailout would reduce, rather than increase, the prospects that the City's
budget would ever be balanced. New York City officials have proved in the
past that they could not face up to the City's massive network of pressure groups
so long as any other alternative was available., A bailout would encourage the
continuation of ''politics as usual' in New York -- which is precisely not the way
to solve the problem.,

I indicated that the primary beneficiaries of Federal bailout would be the New
York officials who would thus escape responsibility for their past follies and be
further excused from making the hard decisions required now to restore the
City's fiscal integrity. The secondary beneficiaries would be the major holders

of New York City obligations -~ large investors and financial institutions,



In place of a bailout, I submitted to the Congress on November
special legislation providing the Federal Courts with sufficient authority
to preside over an orderly reorganization of the City's financial affairs - -
should the city fail to take steps to avoid default.

The Federal Court would be authorized to work out an arrangement
with the City creditors to postpone their debts and file a good faith plan
for placing the fiscal affairs of the City on a sound basis.

I also indicated that the Federal government, in the event of default,
would work with the Court to assure that essential services for the
protection of life and property in New York would be maintained.

Quite frankly, it was my conviction then, that New York City
leaders lacked the political courage and will to take the difficult steps
to correct the years of fiscal mismanagement, unless and until the City
went into bankruptcy and came under the jurisdiction of a Federal court.

I must admit I have been surprised by the apparent willingness of the
officials of New York to act without having been required to do so by a
Federal judge. In effect, they appear to be on the road to achieving
the same results which ordinarily could have come about only through

a bankruptcy proceeding.



Now, at the eleventh hour, the officials of New York have come
together in a concerted, all-out effort to put the city's finances on a
sound basis -- exactly what we have been saying they could do all
along.

The outlines of their plan were first presented to my Administration
last week, Since then, many additional details have been harmrmered
out so that all of us have a better understanding of exactly' what Governor
Ca;ey and other state officials propose to do for the city.

One, Postpone payments on their debts and reduce their interest
payments.

Two, for the first time, req{lire municipal employees to bear part
of the cost of their pension contributions and make other fundamental
changes in their extraordinarily expensive pension plans.

Three, raise nearly $1 billion in new City and State taxes. .. ..

Four, make further and significant cuts in the costs of running
the City through personnel reductions, welfare payments and other
economies,

And five, the City pension system is to provide additional loans of up to
$2.5 billion to the City.

All of these steps proposed by the Governor and his associates, are

precisely what they said were out of the question only a few months ago.
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This is one way for the State and city to attack the problem. There
are others ways they could do it., But they have chosen a tough, constructive
program, and the leaders of New York, including the Governor, the
Mayor, and the public-spirited citizens who have served so ably on the
State's Emergency Financial Control Board and in other capacities are
to be commended for their efforts,

New York, they are saying, has finally done everything it could do
to solve its own problem, which is what we asked them to do originally.
New York will take care of all of its old debts without a Federal bailout.
What the city and State are asking the Federal Government to do now is
to assist in only a single, narrow area -- to help the city on a short-
term basis in providing essential services to the eight million Americans
who live in the Nation's largest city,

Specifically, after implementing their program, they calculate
that they will ¢ill have insufficient revenues during the next few months
to pay for day-to-day operating expenses, In effect, because their
heavy tax receipts come later in the year, they need to borrow funds
to maintain essential services in the city from December through April.
They promise that the loan would be repaid by the end of June, as the

tax revenues are collected,
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However, we must remember that proposals are not results,
Political courage can fail at the last moment, I say to the officials of
New York, that I intend to support their program, if they succeed, But
I ask in return, that they support my legislation for an orderly resolution
of New York City's financial problems, should they fail,

To that end, I will submit legislation to the Congress asking for
authority to provide a temporary line of credit of up to $  billion
to the State of New York to enable it to supply the seasonal financing of
essential services for New York City., Money would be lent to the State
during the period of City revenue shortfall over the next few nmonths and
would be repaid to the Federal Government during April, May and June,
If New York continues to act affirmatively, I believe we can say with
reasonable confidence that all Federal loans will be repaid in full with
interest,

The officials of New York -- including the Governor, the Mayor,
the banks and others -- have already provided me with written assurances
that they will carry out their program,

To guarantee that performance, the legislation I would propose would
require that the assistance provided by the Federal Government be

swiftly terminated upon a failure by New York to live up to its obligations,

oy



(Nessen)

(OPTION)

However, we must remember that proposals are not results,

Political courage can fail at the last moment,
Therefore, I say to the officials of New York tonight: if and when

you have passed the necessary legislation and put into effect the other

parts of your proposal, then I will give favorable consideration to

approving a short-term line of credit to provide essential services to

the people of New York City during periods of fluctuation in revenue collection.
Because the Congress may be out of Washington at the crucial time,

and one the presumption that New York will cary out what it proposes...

(PICK UP..."I will submit legislation, etc.')
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NEW YORK ; CITY —
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For the past eight months, offiéials of New York have been working

{
3

to find ways that they could overco the financial difficulties of New York

City.

My position from the beginning has been that American taxpayers should
not be saddled with the responsibility|for paying New York City's bills,
especially in view of the city and stat¢ officials' unwillingness to take tough,
decisive actions on their own -- the kind of actions that had been sadly lacking
in previous years,

I have said repeatedly that the Feferal Government should not bail out
the City of New York. Neither New Yprk City nor any other city should ever
become a permanent ward of the Fedefal Government. I have been steadfastly
opposed to a bailout, and I remain opppsed to it today.

Six months ago and again two monfths ago, the representatives of New
York met with me and insisted that the|{Federal Government should intervene
quickly and in a massive way, claiming| that they had exhausted their own
resources.,

The only option, they said, was for] Washington to step in with a huge

assistance program -- a program that inevitably would have continued for

years to come.

I could not agree to those terms, [ could see no reason why the working
people in communities across the natio{x should be forced to pay for a level of
extravagence that they could not afford in their own home towns. I also did

‘ i
not want to be party to any plan that would erode the basic idea that cities



-2-
should govern themselves -- that Washington should not make all the
decisions and pay all the bills. What mattered then and what matters now is
whether New York officials are willing to solve their own problems.

And today, they finally appear ready to solve their own problems.

In the last few weeks, we have seen a new spirit develop in New York --

a ''can do'" spirit that was once the pride of the city and is now resurfacing,
They are finally facing up to realities. They have rediscovered the backbone
upon which so much of this country's greatness was built,

In September, the New York State Legislature passed a plan that would
temporarily tide the city over through December. Yet, that was not enough, It
was only a temporary bandaid, and everyone knew it. Thus, I continued to
receive urgent pleas for a Federal bailout.

Before the National Press Club on October 29th, I indicated thatI am
fundamentally opposed to a Federal bailout of New York City to prevent default,
A baileut would reduce, rather than increase, the prospects that the City's
budget would ever be balanced. New York City officials have proved in the
past that they could not face up to the City's massive network of pressure groups
so long as any other alternative was available, A bailout would encourage the
continuation of "politics as usual' in New York -- which is precisely not the way
to solve the problem,

I indicated that the primary beneficiaries of Federal bailout would be the New
York officials who would thus escape responsibility for their past follies and be
further excused from making the hard decisions required now to restore the
City's fiscal integrity. The secondary beneficiaries would be the major holders

of New York City obligations -- large investors and financial institutions.
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In place of a bailout, I submitted to the Congress on November
special legislation providing the Federal Courts with sufficient authority
to preside over an orderly reorganization of the City's financial affairs --
should. the city fail to take steps to avoid default.

The Federal Court would be authorized to work out an arrangement
with the City creditors to postpone their debts and file a good faith plan
for placing the fiscal affairs of the City on a sound basis.,

I also indicated that the Federal government, in the event of default,
would work with the Court to assure that essential services for the
protection of life and property in New York would be maintained.

Quite frankly, it was my conviction then, that New York City
leaders lacked the political courage and will to take the difficult steps
to correct the years of fiscal mismanagement, unless and until the City
went into bankrui)tcy and came under the jurisdiction of a Federal court.

I must admit I have been surprised by the appérent willingness of the
officials of New York to act without having been required to do so by a
Federal judge. In effect, they appear to be on the road to achieving
the same results which ordinarily could have come about only through

a bankruptcy proceeding.



Now, at the eleventh hour, the officials of New York have come
together in a concerted, all-out effort to put the city's finances on a
sound basis -- exactly what we have been saying they could do all
along.

The outlines of their plan were first presented to my Administration
last week. Since then, many additional details have been harrmered
out so that all of us have a better understanding of exactly what Governor
Ca;ey and other state officials propose to do for the city.

One, Postpone payments on their debts and reduce their interest
payments.

Two, for the first time, require municipal employees to bear part
of the cost of their pension contributions and make other fundamental
changes in their extraordinarily expensive pension plans.

Three, raise nearly $1 billion in naw City and State taxes.

Four, make further and significant cuts in the costs of running
the City through personnel reductions, welfare payments and other
economies.

And five, the City pension system is to provide additional loans of up to
$2.5 billion to the City. | ‘

All of these steps proposed by the Governor and his associates, are

precisely what they said were out of the question only a few months ago.
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This is one way for the State and city to attack the problem. There
are others ways they could do it. But they have chosen a tough, constructive
program, and the leaders of New York,.including the Governor, the
Mayor, and the public-spirited citizens who have served so ably on the
State's Emergency Financial Control Board and in other capacities are
to be commended for their efforts,

New York, they are saying, has finally done everything it could do
to solve its own problem, which is what we asked them to do originally,
New York will take care of all of its old debts without a Federal bailout,
What the city and State are asking the Federal Government to do now is
to assist in only a single, narrow area -- to help the city on a short-
term basis in providing essential services to the eight million Americans
who live in the Nation's largest city,

Specifically, after implementing their program, they calculate
that they will still have insufficient revenues during the next few months
to pay for day-to-day operating expenses, In effect, because their
heavy tax receipts come la:ter in the year, they need to borrow funds
to maintain essential services in the city from December through April.
They promise that the loan would be repaid by the end of June, as the

tax revenues are collected,
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However, we must remember that proposals are not results,
Political courage can fail at the last moment, I say to the officials of
New York, that I intend to support their program, if they succeed, But
I ask in return, that they support my legislation for an orderly resolution
of New York City's financial problems, should they fail,

To that end, I will submit legislation to the Congress asking for
authority to provide a temporary line of credit of up to $ ___ billion
to the State of New York to enable it to supply the seasonal financing of
essential services for New York City, Money would be lent to the State
during the period of City revenue shortfall over the next few nmonths and
would be repaid to the Federal Government during April, May and June,
If New York continues to act affirmatively, I believe we can say with
reasonable confidence that all Federal loans will be repaid in full with
inte‘rest.

The officials of New York -- including the Governor, the Mayor,
the banks and others -- have already provided me with written assurances
that they will carry out their program.

To guarantee that performance, the legislation I would propose would
require that the assistance provided by the Federal Government be

swiftly terminated upon a failure by New York to live up to its obligations,



(Nessen)

(OPTION)

However, we must remember that proposals are not results,

Political courage can fail at the last moment;
Therefore, I say to the officials of New York tonight: if and when

you have passéd the necessary legislation and put into effect the other

parts of your proposal, then I will give favorable consideration to

approving a short-term line of credit to provide essential services to

the people of New York City during periods of fluctuation in revenue collection.
Because the Congress may be out of Washington at the crucial time,

and one the presumption that New York will cary out what it proposes...

(PICK UP,,."I will submit legislation, etc,')



FOR IMMEDIATE RELEASE , NOVEMBER 19, 1975

Office of the White House Press Secretary

THE WHITE HOUSE

STATEMENT BY THE PRESIDENT

I am gratified that the leaders of New York appear to have accepted primary
responsibility for solving the financial problems of the City and are
proceeding in the direction of a long-term solution in accordance with the
State Constitution and laws. 1 am impressed with the seriousness of their
intentions as described by Governor Carey in his letter to Secretary Simon
and await further concrete actions by the State and the other parties
concerned.

The bail-out bill now before the House of Representatives is irrelevant
because it does not address the current situation and I would veto it.

I am convinced that if New York continues to move toward fiscal responsibility,
all parties concerned can look forward to a satisfactory resolution despite
the current obstacles.

If they continue to make progress, I will review the situation early next
week to see if any legislation is appropriate at the Federal level.

In the meantime, should New York leaders fail to implement their intentiomns,
New York City could still be forced into legal default. Therefore, I am
asking the Congress once again to emact special amendments to the Federal
bankruptcy laws which would ensure that such a default, if it occurs, would
be orderly.

# # #
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I am gratified and encouraged that New York City officials
serious about their fiscal responsibilities.

e |

However the bail-out bill now before Congress is irrelevant to the situation
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because it does not address the current piskism, e, I would

veto this bill.
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The President is gratified that the leaders of New York
t

appear to have accepted primary reéponsibility for solving
the financial problems of New York City and: are proceeding
in the direction of allong—term solution in accordance with
the State Constitution and State laws. He 1is impressed with
the seriousness of their intentions as described by Governor
Carey in his letter to Secretary Simon and awaits further
concrete actions by the State and fhe other parties concerned.
If all parties continue to cooperate and take prompt action
the President believes that a satisfactory solution can be
fqupd. The President continues to give sympathetic considera-
tion to the well-being of the people of New York City and
reigerates his determination that their essential services

will be maintained.

















